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Internal Revenue Service Department of the Treasury
District P.O. Box 2508 ﬂL F
Director Cincinnati, OH 45201 :

Person to Contact:

Tele “one Number:
]

Refer Reply tco:

E®/EO
Emiloi:r Identsflcation Number:
Date:
- AG 09 1g99n
Dear Sir or Madam: =~ < T —

We have considered your application for recognition of exemption _from
Federal income tax under the provisions of section 501(c)(12)  of the
Internal Revenue Code of 1986 and its applicable Income Tax
Regulations. Based on the available information, we have determined
that you do not qualify for the reasons set forth on the Enclosure.

Consideration was given to whather you qualify for exemption under
other subsections of section 501(c) of the Code and we hLave concluded
that you do not.

As your organization has not established exemption from Federal income
tax, it will be necessary for you to file an annual income tax return
on Form 1041 if you are a trust or Form 1120 if you are a corporation
or an unincorporated association.

If you are in agreement with our proposed denial, please sign and
return one copy of the enclosed Form 6018, Consent to Proposed Adverse
Actior.

You have the right to protest this proposed determination if you
believe that it is incorrect. To protest, you should submit a written
appeal giving the facts, law and other information to support your
position as explained in the enclosed Publication 892, "Exempt
Organizations Appeal Procedures for Unagreed Issues". The appeal must
be submitted within 30 days from +he date of this letter and must
be signed by one of your principal officers. You may request a
hearing with a member of the office of the Regional Director of Appeals
when you file your appeal. Iif a hearing is requestead, you will be
contacted to arrange a date for it. The hearing may be held at the
Regional Office, or, if you request, at any mutually convenient
District Office. If you are to be represented by someone who is not
one of your principal officers, he or she must file a proper power of
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attorney and otherwise gqualify wunder our Conference and Practice
Requirements as set forth in Section 601.502 of the Statement of
Procedural Rules. See Treasury Department Circular No. 230.

If we do not hear from you within the time specified, this will become
our final determination. =

Enclosures: 3 -
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ENCLOSURE

Facts

Information submitted with your aiilication indicates that you

were incorporated in the state of by the owners of a commerical
real estate development known as d The purnose of the

organization is to own and maintain common areas and easements pertain-
ing to the I conplex.

To be a member, one must own a portion of the Center &nd is

entitled to one vote in all matters of the organization. Each _member
pays membership dues of $llper vear in addition to any asseSsments
for the maintenancs of common areas and easements of the Center. The

amount of assessments is based on tha relative proportion of ownarship
in the Center and adjacent land.

Information submitted indicates that the maintenance of the common
areas and easements include specifically such activities as refuse
removal, electric signs and lights maintenance, weekend security,
maintenance and sign rental for the parking lot, weed control, snow
removal, and the payments of insurance and property taxas,

Law

Section 501(c) (12} of the Internal Revenue Code provides exemption
from Federal income to ¢ for: “Benevolent life insurance associations
of a purely local character, mutual ditch or irrigation companies,
mutual or cooperative telephone companies, or like organizations; but
only if 85 percent or more of the income consists of amounts collected
from members for the sole purpose of meeting losses and axpenses".

Exemption as a "like organization" is restricted to organizations

which are similar to any one type of corganizations described in
the above paragraph. .

Application of Law

In considering your qualifications for exemption wunder section

501(c) (12) of the Code, the determinative factor is whether you are
a "like organization",
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In New Jersey Automobile Club v. United States, 181 Fed. supp.
259 (1960), certiorari denied, 366 U.S. 964 (1960), it was held that
an automobile club was not exempt from Federal income tax under section
101(10) of the Internal Revenue Code of 1939, which corresponds to
section 501(c) (12) of the 1986 Code.

The court stated that it felt Congress intended to exempt
organizations which were 1ike benevolent 1ife insurance asscciations
of a purely local character", or 1like "mutual ditch or irrigation
companies®, or like “mutual or cooperative telephone companies". Even
though activiiies are mutually beneficial, Congress did not intend for
an automobile club to be included in the term “like organization®.

In Consumers Credit. Rural Electric Cooperative Corporaticn v.
Commissioner, 37 T.C. 136 (1961), affirmed by the Unlited States @ourt
of Appeals for the Sixth Circuit on July 2, 1963, it was held that an
organization formed by exempt rural electric cooperatives to finance
purchases of electrical, water, or plumbing appliances by customers of
the cooperatives was not exempt as a "like organization".

The fact that the member cooperatives qualified under the statute
did not automatically confer tax exemption upon the organization which,
in order to obtain tax exemption, also has to qualify under the
statute. The instant organization’s activities are not similar to
those customarily performed by a benevolent life insurance association,
or a mutual ditch or irrigation company, or a mutual or cooperative
telephone company, and consequently does not qualify for exemption as a
"like organization" under section 501(c) (12) of the Code.

The same idea with respect to the term "like organization®™ also
applies in the case of a cooperative organization which operates and
maintains a housing development and provides housing facilities and
maintenance services on a cooperative basis for <the berefit of its
tenant-owner menbers. In Commissioner v. TLake Forest, Inc., 305 Fed.
£2d) 814 (1962), the court stated: "We think the argument for exemp-
tion of Lake Forest, Inc. as a ‘like organization’ to ’‘benevolent life
insurance associations of a purely lo. 1 character’ under Int. Rev.
Code of 1939, sec. 101(10) and Int. Rev. Code of 1954, Section
501(c) (12).....is altogether meritless".

In Revenue Ruling 67-265, 1967—-2 C.B. 205, the Service held that
an association which was formed to acgquire, establish and maintain a
light and water distribution system for its members on a cooperative
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basis may qualify for exemption under section 501(c)(12) of the Code.

Furnishing light and water is a type of public utility service
similar in nature to that provided by the specified organizations under
section 501(c)(12) of the Code. Therefore, the instant organization is
exempt as a "like organization¥ under section 501(e)f12) of the Code.

In Revenue 57-420, 1957-2 C.B. 303, an organization which provided
and maintained a two-way radio system for its members on a mutual or
cooperative basis qualified for exemption under section 501(c)(1i2) of
the Code. The rationale for exemption is that the instant oxrganization
is similar to a mutual or cooperative telepone company in that a_ two-
way radio communication system on a mutual basis is an organization
whose purpose and activities are similar in nature to a mutual telepone
company. -

conclusion

The issue concerning your qualifications for exemption is <whather
this organizaztion is a "like organization" within the meaning of
section 501(c) (12) of the Code.

The term "like organization" as used in the statute is limited by
the types of organizations specified in the statute. It is applicable
only to those mutual or cooperative organizations which are engaged in
activities similar to the benevolent life insurance or public utility
type of service,

While your activities may ke wmutually desirable, and may be
performed inrdividually by the members as an incident to their customary
and primary function, such services and activities are not similar in
nature to those customarily performed by a benevolent life insurance
association, or a mutual ditch or irrigation company, ox a mutual or
cooperative telephone company.

Accordingly, you are not a "like organization" and do not qualify

for exemption from Federal income tax under section 501(c)(12) of the
Code.






